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Abstract 
The global shift to International Financial Reporting Standards (IFRS) is fundamentally changing the way insurance companies 
present their business and the way their financial statements are judged by decision makers. The purpose of this study is to 
examine and disclose the effects of international developments in financial reporting, particularly the use of IFRS, on insurance 
financial reporting in Turkey. Insurance companies operated in Turkey have started to implement Turkish translation of IFRS 
called Turkish Accounting Standards (TMS) since January 1, 2008. Therefore, the research is conducted on the adoption of TMS 
in insurance companies in Turkey. This study explains the changes occurred and expected changes in insurance financial 
reporting in Turkey. 
Keywords: Insurance, IFRS, Financial reporting, Fair value, Turkey 
1. Introduction 
The insurance industry is of vital importance to the stability, growth, and healthy development of financial markets. 
Therefore, investors, creditors, and other users of insur
comparable and relevant information. The global shift to International Financial Reporting Standards (IFRS) is 
fundamentally changing the way insurance companies present their business and the way their financial statements 
are judged by decision makers. The objective of IFRS is to disclose the financial performance and financial position 
of insurance companies in a realistic manner. In June 2002, the European Parliament and the Council approved the 
regulation, which required publicly-traded companies on European regulated markets to use the International 
Financial Reporting Standards (IFRS) as the basis for presenting their consolidated financial statements for fiscal 
years beginning on or after January 1, 2005. Therefore, financial reporting requirements of the European insurance 
industry have changed substantially. The International Accounting Standard Board (IASB) established a two-phase 
project for this particular issue. In March 2004 the IASB issued the interim standard IFRS-4 
as the result of phase I of the project on insurance contracts. The second phase is still under construction. This 
project will have important effects on fair value based financial reporting in insurance industry. There are numerous 
studies related to the implemetation of IFRS in different industries. However, only a few studies discuss the 
implementation of IFRS in the Turkish insurance industry. The purpose of this study is to examine and disclose the 
effects of international developments in financial reporting, particularly the use of IFRS, on insurance financial 
reporting in Turkey. Insurance companies operated in Turkey have started to implement Turkish translation of IFRS 
called Turkish Accounting Standards (TMS) since January 1, 2008. Therefore, the research is conducted on the 
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adoption of TMS in insurance companies in Turkey. The adjustments done in first-time adoption of TMS and the 
first annual financial reporting practice have been examined in the research. The presentation is the result of the 
review and analysis of 52 financial reports of insurance companies operated in Turkey. This study explains the 
changes occurred and expected changes in insurance financial reporting in Turkey and makes recommendations on 
this process in the light of literature review and findings of the research. We focus on the following research 
questions:  
 What is the effect of change to IFRS on reported equity? 
 What is the effect of individual financial reporting standards on financial statements? 
The remainder of this paper is organized as follows. Section 2 presents the background and literature review. 
Section 3 discusses the issues in the implementation of IFRS in the Turkish insurance industry. Section 4 presents 
the discussion of data, methodology, and findings. Finally, Section 5 concludes the study. 
2. Background and Literature Review 
accounting principles. The International Accounting Standards Board (IASB) started to work on the insurance 
contract project in 1997. The purpose of this project was to make uniform specific issues related to insurance and to 
measure assets and liabilities at fair v
insurance companies with a global standard, is to be implemented by 2005. According to Meyer (2005), the aim of 
the standard for insurance contracts is to achieve high comparability and help the decision-making process for 
members of capital markets.  
pressure of European multinationals and capital markets has raised comparability to the status of a priority issue. 
After various attempts to harmonize accounting rules, the approval of Regulation 1606/2002 by the EU was a 
decisive step towards ensuring the international comparability of financial information, representing the starting 
point for the general application of the International Financial Reporting Standards by the member countries. The 
Regulation made it mandatory for group companies to prepare their consolidated financial statements in accordance 
with the IFRS issued by the IASB. The IFRS has been accepted by the EU where any of their affiliates are listed on 
any European stock market beginning from 2005. 
This t
settled, between knowledgeable, willing IASB, 2004). The International 
 measure insurance contracts based on the 
. 
Post et al. (2007) hypothesizes that the implications of International Financial Reporting Standards (IFRS) are 
overstated and; IFRS only have an impact on an insurance product design.  However, Duverne and Le Douit (2007) 
Therefore, according to the authors, comparing to other industries, cost of capital is higher in insurance industry, 
which has significant impact on both insurers and customers.  
In Europe, the first phase of the IASB Insurance Project has been completed with the issuance of the new 
International Financial Reporting Standard (IFRS) 4 in March 2004, which establishes the changes in accounting 
rules as of January 2005. Phase I requires significantly increased disclosure of accounting information, but only 
relatively limited changes to the accounting methodology. The majority of the liabilities that have to be recorded at 
fair value are those originated by derivatives embedded in insurance contracts, such as life products offering a 
guarantee of minimum equity returns on surrender or maturity. The move from a deferral and matching approach to 
an asset and liability approach will have an effect on timing and recognition of profit based on the kind of business 
(Clark et al., 2003).  
The International Accounting Standards Board is currently developing a new International Financial Reporting 
Standard (IFRS) on accounting for insurance contracts. In March 2004 the IASB issued the interim standard IFRS 4 
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as the result of phase I of the project on insurance contracts, which was originally initiated 
phase II, the IASB released a Discussion Paper entitled 
3 May 2007. In July 2010 the Board issued the exposure draft (ED) Insurance Contracts with a four-month comment 
period, ending on 30 November 2010. It is clear that new market based rules for insurance companies coming from 
IFRS are likely to acknowledge p
position. (Post et al., 2007).  
3. Issues in the Implementation of IFRS in the Turkish Insurance Industry 
Turkey as a developing country with an emerging insurance industry regulated by the Undersecreteriat of 
Treasury of Turkey firstly affected by IFRS wave in 2005. The uniform chart of accounts used by Turkish insurance 
companies was changed in accordance with IFRS in 2005. Companies also started to implement IFRS partially in 
the s
 The provisions in these two standards, particularly 
IAS-39, had the potential to affect financial statements significantly for companies with a large number of financial 
instruments (Armstrong, Barth, Jagolinzer, and Riedl, 2010). The year 2008 is a turning point in terms of 
implementing IFRS fully in financial reporting in the Turkish insurance industry.  Insurance companies operated in 
Turkey have started to implement Turkish translation of IFRS called Turkish Accounting Standards (TMS) since 
January 1, 2008.     
The benefits of IFRS include greater comparability of financial information for investors; greater willingness on 
the part of investors to invest across borders; lower cost of capital; more efficient allocation of resources; and higher 
economic growth (Armstrong, Barth, Jagolinzer, and Riedl, 2010). However, since insurance contracts project 
conducted by IASB has not been completed yet, insurance companies continue to measure their liabilities based on 
national regulations. In Turkey, the Insurance Law numbered 5684 governs 
. Technical provisions are expected value of the payments to be made under all insurance contracts in the 
six types of technical provisions listed in the Insurance Law of Turkey: 
 Unearned premium provisions 
 Unexpired provisions 
 Equalization provision 
 Mathematical provisions 
 Promotion and discount provisions 
Calculation of technical provisions is still based on national regulations. Investmens as assets and technical 
provisions as liabilities are likely to be biggest items in the statement of financial position (Reichert, 2009). 
Measuring assets at fair value and measuring liabilities at cost or measure different from fair value cause an 
accounting mismatch problem. The accounting mismatch arises if changes in economic conditions affect assets and 
liabilities to the same extent, but the carrying amounts of those assets and liabilities do not respond equally to those 
economic changes because they are measured on different bases. For example, an increase in interest rates causes a 
decrease in value of bonds, which are subject to fair value measurement. On the other hand, technical provisions, 
which are subject to national regulations, are usually not discounted (Meyer, 2005). 
Implementation of IFRS is the beginning of a new period for Turkish insurance companies. IFRS require fair 
value accounting which includes new measurement models for financial reporting. Financial statements are likely to 
be more accurate under IFRS, because changes to underlying assumptions reflect the most recent information. 
Footnotes of i  explain how transition from national regulations to 
IFRS affected financial position, financial performance, and cash flow. There are certain differences between what 
has been reported under national regulations and what is reported under IFRS. Presentation of financial statements 
can be an example of this matter. According to IAS- , a complete set of 
financial statements should include: 
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 Statement of financial position (balance sheet) 
 Statement of comprehensive income (income statement) 
 Statement of changes in equity 
 Statement of cash flows 
 Notes (disclosure) 
Turkish insurance companies used to publish only balance sheet and income statement for the purpose of 
financial reporting before IFRS. This example shows that IFRS changes fundamentally the way insurance 
companies  
4. Data, Methodology, and Findings 
This study concerns all insurance companies operated in Turkey. Companies included in the research are listed in 
Appendix A. Some companies were excluded from the analysis because of a lack of suitable data. The investigation 
was based on the published footnotes of insurance 
information about how transition from national regulations to IFRS affected financial statements. Data were hand 
 Table 1 shows the population.  
Table 1. Population 
 
Companies Number 
Non-Life Insurance 30 
Life Insurance 11 
Life Insurance & Pension 11 
Total               52 
The 
two- -test for paired samples. The result of -0.3755 indicates that equity reported under pre IFRS is 
not significantly different from those reported under after IFRS. Neverthess, while this may be true for the overall 
effect of the transition, it is worth examining the analysis in greater detail. Table 1 shows the result of two-sample t-
test.  
Table 2. Two-sample t-test 
 
Variable Observation           Mean Std. Err. Std.Dev. 
Log Pre-IFRS 43 17.65057 22.47 1.514876 
Log After IFRS 43 17.76836 25.67 1.391562 
Combined 86 17.70947 33.46 1.447158 
Table 3. This table includes all standards mentioned by companies in their reconciliations. 
Table 3. IFRS Adjustments 
 
Financial Reporting Standard(s) Number of 
Companies 
Percentage 
IAS 19 Employee Benefits 40 93 
IAS 12 Income Tax 35 81 
IAS 39 Financial Instruments 31 72 
IAS 16/38 Tangible&Intangible Assets 21 49 
IAS 28 Investments in Associates 5 12 
IAS 40 Investment Property 3 7 
IAS 36 Impairment of Assets 3 7 
IAS 37 Provisions, Contingent Assets&Liabilities 2 5 
IFRS 3 Business Combinations 1 2 
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Content anaylsis of financial reports shows areas to be identified where significant changes occurred: 
 Employee benefits: Companies have started to calculate employee benefits based on actuarial 
estimations. 
 Income tax: Companies have been introduced the c
their financial statements. 
 Financial instruments: Companies have started to apply amortized cost approach by using effective 
interest rate method.  
 Tangible and intangible assets: Companies re-estimated useful life of their tangible and intangible 
assets. 
  if they have significant 
influence on investee. 
 Investment property: Some companies have reclassified their properties from PP&E to investments. 
Some of them also have preferred to use fair value model instead of cost model.   
 Impairment of Assets: Companies started to do impairment test for related items whenever events or 
circumstances indicate its value may have been impaired. 
 Provisions, contingent assets and liabilities: Companies have started to calculate provisions, contingent 
assets and liabilities based on their judgement. 
 Business combinations: Companies no longer amortize goodwill but will test for impairment.  
5. Conclusion 
This study examines and discloses the effects of international developments in financial reporting, particularly the 
use of IFRS, on insurance financial reporting in Turkey. Insurance companies operated in Turkey have started to 
implement Turkish translation of IFRS called Turkish Accounting Standards (TMS) since January 1, 2008. The 
change in financial reporting for insurance companies is connected to a global accounting harmonization 
development. Since insurance companies operated in Turkey compete in global financial markets, it is necessary for 
them to understand the recent developments in IFRS. Findings of this study show that there is no difference in 
r, The IASB  insurance project is one 
which will have a significant impact on the insurance industry. Literature review states that the second phase of the 
project changes fundamentally the way insurance companies present their business and the way their financial 
statements are judged by analysts, investors, and others. The first phase has affected insurance companies by 
enhancing disclosure requirements for financial reporting purposes. The second phase will have an important effect 
on measurement issues. The IFRS approach is to measure the value of policyholder assets and liabilities using a fair 
value approach. In the absence of market, it is necessary to make a number of assumptions in order to estimate a fair 
value. Companies are required to disclose the key assumptions used in valuing policyholder liabilities because 
making assumptions increase a degree of subjectivity. High quality disclosure of assumptions helps decision makers 
to understand the impact of illiquidity or market changes on the amounts reported. Another issue is the consistent 
application of IFRS. Ideally, comparable financial statements in the insurance industry would make markets more 
efficient by letting investors compare companies. But that will be true only if the standards are applied in a 
consistent manner. 
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                                            Appendix A. The list of Insurance Companies (2008) 
Companies Web Address 
 Non-life Insurance Companies  
Aig Insurance  www.aigsigorta.com.tr 
Ak Insurance www.aksigorta.com.tr 
Allianz Insurance www.allianz.com.tr 
Anadolu Insurance www.anadolusigorta.com.tr 
Ankara Insurance  www.ankarasigorta.com.tr 
Atradius Credit Insurance  www.atradius.com.tr 
Aviva Insurance www.avivasigorta.com.tr 
Axa Insurance www.axasigorta.com.tr 
Basak Groupama Insurance www.groupama.com.tr 
Birlik Insurance www.birliksigorta.com.tr 
Cardif Insurance www.cardif.com.tr 
Coface Insurance www.coface.com.tr 
Demir Insurance www.demirsigorta.com.tr 
Dubai Group Insurance www.dubaigroup.com.tr 
Ergoisvicre Insurance www.ergoisvicre.com.tr 
Eureko Insurance www.eurekosigorta.com.tr 
Euro Insurance  www.eurosigorta.com.tr 
Fiba Insurance  www.fibasigorta.com.tr 
Generali Insurance www.generali.com.tr 
Gunes Insurance www.gunessigorta.com.tr 
Guven Insurance www.guvensigorta.com.tr 
HDI Insurance www.hdisigorta.com.tr 
Hur Insurance www.hursigorta.com.tr 
Isik Insurance www.isiksigorta.com.tr 
Liberty Insurance www.libertysigorta.com.tr 
Ray Insurance www.raysigorta.com.tr 
Sbn Insurance www.sbnsigorta.com.tr 
Turkiye Genel Insurance www.mapfregenelsigorta.com 
Yapi Kredi Insurance www.yksigorta.com.tr 
Zurich Insurance  www.zurichsigorta.com.tr 
Life Insurance Companies  
 Insurance www.acibademsigorta.com.tr 
Aig Life Insurance  www.alico.com.tr 
Axa Life Insurance  www.axahayatsigorta.com.tr 
Birlik Life Insurance www.birlikhayat.com.tr 
Cardif Life Insurance www.cardifhayatsigorta.com.tr 
Civ Life Insurance www.civhayat.com.tr 
Demir Life Insurance www.demirhayat.com.tr 
Deniz Life Insurance www.denizhayat.com.tr 
Insurance www.mapfregenelyasam.com 
Guven Life Insurance www.guvenhayat.com.tr 
New Life Yasam Insurance www.nly.com.tr 
Life Insurance and Pension Companies  
Aegon Pension  www.aegon.com.tr 
Allianz Life and Pension www.allianzemeklilik.com.tr 
Anadolu Life and Pension www.anadoluhayat.com.tr 
Avivasa Life and Pension www.avivasa.com.tr 
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. www.groupama.com.tr 
Ergoisvicre Pension and Life Insurance  www.ergoisvicre.com.tr 
Finans Life and Pension www.finansemeklilik.com.tr 
Fortis Life and Pension www.fortisemeklilik.com.tr 
Garanti Life and Pension www.garantiemeklilik.com.tr 
Vakif Pension www.vakifemeklilik.com.tr 
Yapi Kredi Pension www.ykemeklilik.com.tr 
  
 
